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"(I) the excess described in clause (ii) with re-
spect to such unit is not greater than 15 percent of
the cost described in clause (ii)(II), and
"(II) the taxpayer elects to exclude from the
eligible basis of such building the excess described
in clause (ii) with respect to such unit,
"(ii) excess.—The excess described in this clause
with respect to any unit is the excess of—
"(I) the cost of such unit, over
"(II) the amount which would be the cost of such
unit if the average cost per square foot of low-
income units in the building were substituted for
the cost per square foot of such unit.
The Secretary may by regulation provide for the deter-
mination of the excess under this clause on a basis
other than square foot costs."
(5) Subparagraph (A) of section 42(d)(5) of the 1986 Code is
amended by inserting before the period "(increased, in the case
of an existing building which meets the requirements of para-
graph (2KB), by the amounts described in paragraph
(2XAX1XID)".
(6XA) Paragraph (5) of section 42(d) of the 1986 Code is
amended by adding at the end thereof the following new
subparagraph:
"(C) eligible basis not to include expenditures where
167 (k) elected.—The eligible basis of any building shall
not include any portion of its adjusted basis which is attrib-
utable to amounts with respect to which an election is made
under section 167(k)."
(B) Subparagraph (A) of section 42(d)(5) of the 1986 Code is
amended by striking out "subparagraph (B)" and inserting in
lieu thereof "subparagraphs (B) and (C) .
 (7)	Subparagraph (A) of section 42(d)(6) of the 1986 Code is
amended by inserting "or" at the end of clause (i), by striking
out ", or" at the end of clause (ii) and inserting in lieu thereof a
period, and by striking out clause (iii).
 (8)	Clause (ii) of section 42(d)(6)(B) of the 1986 Code (defining
federally assisted building) is amended by striking out "of
1934".
(9XA) Paragraph (3) of section 42(f) of the 1986 Code is
amended to read as follows:
"(3) determination of applicable percentage with respect
to increases in qualified basis after 1st year of credit
PERIOD.—
"(A) in general.—In the case of any building which was   Disadvantaged
a qualified low-income building as of the close of the 1st   persons,
year of the credit period, if—
"(i) as of the close of any taxable year in the compli-
ance period (after the 1st year of the credit period) the
qualified basis of such building exceeds
"(ii) the qualified basis of such building as of the close
of the 1st year of the credit period,
the applicable percentage which shall apply under subsec-
tion (a) for the taxable year to such excess shall be the
percentage equal to % of the applicable percentage which
(after the application of subsection (h)) would but for this
paragraph apply to such basis.

